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I I,. Th 0 Cglja Gered PeDOSltoa . Credi to e PrevjLderiCda ezpiaias its recent 
rastrictíons on priTate loans as aa attempt to halt the practice of 
pí^,rsone borrôwing from the Caixa Geral at low interest rates and then 
leaàing the money out at higher rates* The actlon is interpreted in 
commercial and industrial oi reles, hoveTor, as the fírst step in th© devalua- 
tion of the escudo» The Portuguese Government, aceording to source, before 
.ooasentlzsig to an^r decrease in the valu© of the escudo, wants to have a 
minimum amount of its ovn money out on loaui. 

2* Previ ously, the Caixa Geral granted short term credits at a moderate rat© 
of Interest, ranging from thre© to flve percent. In practice, however, 
the loans were allowed to h© renewed indeftnitely so long as the interest 
vas paidj- consequently, the loans were considered long term, In recent 
months, loans have heen called in as they fali due^ no extensions aro belng 
penai tted and there is no questton of now credits being granted except in 
rare casas, In those rare cases, loans will ha hased onroughXy fifty 
percent of the vaiue of the collateral» Xhe rat© of interest on these loans 
is exorbitant and prohibitive, amounting to as high as twenty percent» 

3o Inasmuch as the private banks have been following a policy of retrenchment 
since 1946, leaving the Caixa Geral responsible for the grsater part of the 
iQf^nB made to individuais, they are aot willlng to undertake at th© pressnt 
time any stepe aimed at easing the credit eituation* 

4« The romoT that the Government has issuad a confidential instruetion to batücs 
to restrict credit has been denled by the Mlaister of Flnance, aceording to 
source* The Mini ater reportedly stated that the banks have an amplo -supply 
of money whlch the Government would like to iiave them usa to eas© the present 
credit sitimtion but th© banks are uawilling to do so* 
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ixa. weral 

:’3ason tha Govenimeat fias forbidden tlie Calsca Geral to provlde aredit to 
private persoas, In addition, th® Soveraaieat has prohibited prlvat© bankiní- 
«ousas from openlng nataí cradlts for prSva';® pe'>*se.ns„ 
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